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Fiscal Estimate Narratives
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LRB Number 07-2637/1 Introduction Number ~ AB-0748 |Estimate Type  Original

Description
Creating a nonrefundable individual and corporate income tax credit for health care providers who provide
services to Medical Assistance recipients at a higher than average rate

Assumptions Used in Arriving at Fiscal Estimate

This bill creates a nonrefundable credit for a physician or dentist who provides a high rate of service to
Medical Assistance (MA) recipients. The credit is equal to the difference between the health care provider's
usual and customary charges for providing medical or dental service and the amount paid to the physician
or dentist for providing such services to MA recipients. Unused credits may be carried forward for up to 15
years.

Corporations and sole proprieterships may claim the credit. Partnerships, limited liability companies, and
tax-option corporations are required to compute the credit and pass it on to their members in proportion to
their ownership interests.

The Department of Health and Family Services (DHFS) must determine the average rate of service to MA
recipients for purposes of computing a high rate of service of a dentist or physician. The “rate of service”
means the percentage of a dentist's or physician’s patients who receive MA, and "high rate of service" is
defined as at least 200% greater than the average rate of service.

Based on information obtained from DHFS, total unreimbursed expenses for medical and dental care
submitted directly by health care providers for 2006 were approximately $158 million, and total
unreimbursed expenses submitted by health care providers to HMOs were $208 million. Thus, a total of
$366 million in unreimbursed expenses were provided by physicians and dentists in 2006 under the MA
program. :

It is not known how many health care providers would meet the high rate of service requirement of the bill.
As an illustration, if it is assumed that 50% of the unreimbursed expenses are attributable to eligible health
care providers and 75% of the claimed credit could be used against net tax liability, the fiscal effect of the bill
would be to reduce revenue by $137 million ($366 million x 50% x 75%). To the extent that a different
portion of unreimbursed expenses would accrue to high rate of service providers the fiscal effect would be
higher or lower.

Long-Range Fiscal Implications
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